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The Effect of Macroeconomic variables on the Stock
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ABSTRACT
The Effect of Macroeconomic Variables on the Stock Returns of
Jordanian Industrial Companies During the Period
of (1990-2005)
Prepared By
Mohammad Ibrahim Mohammad Al Moghrabi
Supervisor

Dr. Hail Ajmi Al Janabi

The present study sought to identify effect of macroeconomic variables
(independent variables) on the stock returns of industrial companies listed in Amman
Bourse for Securities (dependent variable) , during the period extended from 1990 to
2005. The study sample included 27 industrial companies representing all industrial
sectors in Jordan about which adequate data is available and met conditions to be
included in this study, the exception companies from the study was 19 companies , that
excepted due to unavailable data and met conditions to be included in this study , and
basis it after 1990 .

The study was depending on data issued by Amman Bourse for Securities
(Jordanian Shareholding Companies guide , annual reports), in addition to monthly
released statistical publications by the Central Bank of Jordan and Department of
Statistics, and online data which were available during study period.

The researcher employed statistical methods to analyze results which included
multiple regression, and Derben-Watson measure for testing the automatic-correlation,
and coefficient of determination, tests of significance level (T) and (F), in addition to
descriptive analysis, and the study was resulted to found an inverse statistical
relationship between the stock returns of industrial companies in Amman Bourse for
Securities as dependent variable and between following independent variables :
inflation rate in the Jordan (INF) , Interest rate (NR) , Money supply (MS) , and gross
domestic product (GDP) .

75

www.manaraa.com



The study concluded with a number of recommendations major ones are:

First : The necessity for Government and Central Bank of Jordan both invited to adopt
established monetary and financial policies which reduce inflation rates and thus
increase desirability of stock purchases and increases their returns.

Second : The necessity for Investors should take into account gross domestic product
(GDP) as one of economic factors greatly impacting a financial market; where the
greater the GDP the greater the investment will be which is financed through Financial
Market (stocks), which lead to raises in the stock prices and thus increasing in the stock
returns of the industrial companies.

Third : Central Bank of Jordan and other commercial banks are invited to follow a
balanced interest rates policy for purpose of stabilizing demand on stock prices and

returns.
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